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- Regulation or Competition?

. S tdteé Battle Over How,t’o 'f

' By BERNARD WYSOCKI Ji.

THE BATTLE LINES VARY from

state to state; but conflicts in each .

pose a diffienlt q-uestiq*n playing
out across the counitry: What is the best
way -to gét the optimurm-anjount of qual-

ity health .caré at a reasonable cost: -

“through regulation; ‘or -threligh: un'fga:t-
tered, compatitidn? 8

- The hospital®industry itself is. split.

Newcomers. to a market need an atmo- -

spheré opgn to-com) ;eti;ien,; pot shate rep-
’ l}'ri’a,tiqris thiat coul@?daﬁh tpe’{

isting hespitals—frétiently taxpayer.sup:

potrted—often. favor repufation. Ang fo-
day, 'the pro-fegulation forces’ inereas. -

ingly arve joined By employeys,"v&hgsee
in hospital expatisions and the. projifera:
tioh. of high-etid eqiipment a big sgurce

of soaring health:insurance premiums: -

The companies’ fear: If you build it, the
 patients will come. : .

In. Georgia right now, the big battle- .
ground.is Macon, aiid-the debate pits two .

big: Hospitals over the issue of how much
high-end cardiac.care is, gppropm_a}ge for
a city of 150,000 and its Surrounditig re:

gion: The Medical Center of Central Géor- -

-gla, exclusive provider of these lucrative
services for almost 25 years, says one

facility is enough—its own, But a cross-:

town rival, the Coliseum Health: System,
says’ it too should be ‘abile to. do heart

surgery in Macon, and has: fought to ob- '
tain the regulatory permission needed to

do so. - . . "
‘Would- two hospitals better serve the
community or would the competition re-

r plans, -Bk- -

years of debate and lawsuits have failea
to. previde an 'aps-wer','and a Tancorous
split divides Macon's ‘medical commy-

‘nity. The Coliseum’s.permit application.

has. been denied, I
seven times since 1999. Now it is before
Georgia's court of appedls in Atlanta.

“For ‘an_outsider who Tooks at this
rationally, it makés very. little’ sense,”
says Sam Shaker, a prominent  local
heart surgeon. , =

. Smack at the center of debafes like "
- this—in' Georgia and at least five other
-states—are arcane statlites Known as
- “certificate. of need” laws. The" laws,

which give staté regulators the Power to
deterrpine ‘whether new medical facili-
ties are -necessary ‘in .a -commuity,
mostly -were born i the 1960s.tg contaip

the proliferation of health facilities. In’

the early days, they often .weré pushed

hy employers and 'la_teli"embra.ced by in- -
Surérs and the Social Seeurity Adminis-

tratior. Federal

law .required states to

- have thie laws from the mid-13%0s throygh
the mid-'80s. But amid:'the deregulatory

vogue of the 803, some states Tdlled their
statutes, Today, 36-states and-the District
of Columbia still have them, though they
vary in scope and stringency, - .
Now that health-care eosts are rising
again; efforts are afoot to reregilate or
Strengthen existing. rules. At the same

-time; sothe-hospitals, clinics and medical

groups continue their campaign against

the laws. Aside from Georgia, other bat-

granted or appealed. -

. Nies—in concert with-

Gé‘t:.Reaéoﬁable, Quc:z,-li;ty‘ H ealth Gd:r,el

“sult in- mere procedurss. and éﬁil;élipg :
. costs for whoever pays-the bilis? Tlireg -

.tle zones incliude Florida, Maine, Michi-
gan, Missouri and Tenneissee, « -
EXxpansion-mindeq for-proefit hospital
are able to ally Wwith lawmakers who see’
competition as ‘a virtus. They push re-
peal with' the- drgument that ineumbent
hdspitals use cerfifidate-of-rieed restric-
tions to protect their local menopolies. .
Bulging waiting lists fpr surgeries are
evidence of demand, they say, and the
“losers are pakients ‘who must seek. care
farther from home. * . R
" _In Maine this spring, competing bills
called for repeal and for strehigthening of
the-state’s law; 1ast morith; the toughén-
ing bill prevailed. In Missouri, bills be-
fore the legislatiire would bring back cgr-
tificate-of:need prévigions thit were pre-
viously repealed and ‘leactivated last
year: ‘Adding fuel to the state controviey-.
sies are employers, bften joined by thigir
" unions, who believe. the-laws$ help- pre-
vent a rhedical” “arms race” and, rein;in
the cost of Worker benefits. ~, - i
“What's onthe.lips.of the .employars
is,. managed.‘catg has failed. And the
face as high as 41% increases in [heaity-

- Insuranee} premiums this year,” says Th-

omas, Piper,’ head of Missouri’s . certif}-
cate-of-need proprams at the state Depart-
ment of Health, and past president of this
-American Health Planning Agsociation;
In -Michigan, the big auto compa-
the United' Aulo
- Workers—are 1daded for bear in a figlit
to keep ‘the state’s certificate-of-naed law

- on the books. ‘The comipanies haye de-

Ployed staff-and research to -make. thejy
“pro-regulation ease in Michigam and elss-
where. As evidence, they point {o higher
medical costs in Wisconsin and Indiang;
.which don’'t have such laws. R
Officials of DaimlerChrysler AG went
befere a state panel in Lansing in March;
testifying that the COMPANY's. anriual

{ health-care spepding totals'$3,519 per em-

| ployee or famiily member in Wisconsin,



A Question of Need -

All states used to have “certificate of need” laiws
regulatmg whether medical facilities could be
Built or expanded. But the laws have spawned
fights pitting health-care companies against
existing medical providers an emp!oyers who
fear higher insurance costs.

E -Strong regulatory Taw- Relati\{ely wea_k law
. 8 Moderate régulatory law . [ No law

m-Maine: Rei:ently touéhenéd its law
L Michigan: Repeal bill opposed by
automakers and autoworkers union

. mFlorida: Legislature is consudermg
. scaled-back law- "~

- M}lssourl Considering bili to reinstate
law for acute care

IGeorgla Lt. Governor seeks revampmg
of law’ ‘

m Tennessee: Leglslature we|ghs
extending its law, which expires in July

Sources: American Health Planning Association; WS) research .

and $2,741 in- Indlana By. contrast, the
officials said its per-person spending is’
. only $1,83% in Michigan and $1,331 in New
York state, which both have certificate-of-
need laws. The auto executives argued
‘that-in states without regulation, more
medical facilities . have brought more
medical procedures .agnd higher costs
‘borne largely by employers.




“They already have overcapaclty, and
‘somebpdy has to pay for those bricks and -
mortar,” says Mark- Gendregske, direc-
tor of integrated health care and dlsabll-
ity at DaimlerChrysler. “We see thls in
community after community.” © .

Regulation advocates . also contend
that full-service hospitals. will face new
competitors that will focus on certain ar-
eas and “cream” the most lucrative. spe-
cialties. In turn, they predict, full-service.
‘hospitals— often public, taxpayer-sup-.
ported institutions—will face greater fi-
nancial pressures; they will lose heart,
'oncology and orthopedic business that
generates lots of revenue, :this reasoning
goes, while still being forced to provide
vital but- money-losmg €mergency rooms :
and- inaternity wards. . |

Indeed, Macon’s Medlca.l Center of
Central Georgia, a public nonproflt hospi- .
tal complex, has argued repeatedly that-.
losing. cardiac business would interfere
with its' dbility. to provide so-called char-
ity care for the mdlgen't

But the big issue is whether the Ma-
con area has sufficient demand for com-
peting heart centers. The. Medical Cen-
ter's chief executive, A. Donald Faulk
Jr., forcetully insists—including in open
letter's.to the Macon newspapers—that
few-surgeons or cardiologists have come
forward to press the case for a second
facility. Yet the Coliseum, a ‘three-hospi-
‘tal, for-profit complex, -and " 2 unit of.
Nashvﬂle-based HCA Inc., says the de-
mand is obvious. .- :
. Some doctors who practice. at both hos-
pitals, such as Dr..Shaker, concur “We
feel we need more beds here,” hie says. If
Coliseum’s now-temporary approval is
overturned Dr. Shaker worries that the’
.region’'s patients will.suffer: “You either
| ‘will have to wait, or go to Atlanta,” about
an hour away.
 For now, ‘Atlanta is where the whole
[ fight is headed, since the state appeals
¢ourt recently agreed to take the case.

eanwhile, the Macon standoff—with all
- the flip-flop decisions on the Coliseum's
certificate-of-need permiit--is reverberdt-
- ing in the statehouse. Lt. Gov: Mike Taylor
- recently said that while he supports a cer-
tificate-of-need law, he finds. the current
statute burdensome and burea.ucratxc



